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February 12, 1999

Dear Legidators, Commissioners, and Citizens:

The Office of the State Auditor has completed “ A Limited Performance Review of the
Gaming Industry’s Economic Impact, Gover nment Use of Revenue and Social Cost for the
State of Mississippi.”

Sincetheinception of the gaming industry in Mississippi in 1989, adebate hasraged regarding
its economic impact, government’s use of revenue and the social cost. Unfortunately, reliable
information regarding these elements has never been consolidated and in the case of socid costisstill
not readily available. The State Auditor’ s Office completed thislimited review in an effort to provide
information in a baseline study to monitor the industry today and into the future. This report should
be the beginning of an independent process to determine the financia impact of gaming on astate and
local level.

It is important to note that this audit deals with financial information only and was
intentionally completed without the inclusion of mora or philosophical positions. A determination
regarding the rights verses the immorality of the legalized gaming industry must rest with each
individua. My duty as State Auditor is to provide reasonable and objective information to the
governing authorities and the citizens.  Accordingly, in this report should not be considered as
indicators of mine or any member of the Auditor’'s staff’s personal beliefs regarding legalized
gambling.

It is our hope the information included in this report will be beneficial to the policy makers
in the Legidlature, the Gaming Commission that has oversight of the industry, and citizens of the
state.

Sincerely,

Phil Bryant
State Auditor
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Office of the State Auditor
Performance Audit Division

A Limited Performance Review of the Gaming Industry’s:
Economic | mpact, Government Use of Revenue, and Social Cost
for the State of Mississippi

Executive Summary

February 19, 1999

Background
Purpose of Report

Data on the economic impact, government use
of revenue and sociad cost of the state’'s
gaming industry was not consolidated and
readily available. Therefore, the State Auditor
initiated this limited performance review to
provide this information for the public,
Governor, Legidature, state agencies, and
loca governments to better understand,
regulate and monitor resources and costs
associated with the gaming industry.

Gaming Definition

Gambling isabroad term referring to al types
of betting and games of chance, both legal and

illegal.

Since statelawmakersused theterm gamingin
the Mississippi Gaming Control Act of 1990,
legalized casino gambling will bereferred to as
gaming in this report. (page 2)

Regulation

The evolution of the gaming industry in
Mississippi beganinthel989legidativesession
with the introduction of Senate Bill 3068
which exempted certain sized cruise vessels
from license revocation based on the presence
of gaming devices; however, gaming was not
permitted while the ship was docked. Also
Senate Bill 3069 exempted cruise ships from
some prior gaming restrictions.

Expansion of the gaming industry continued in
the 1990 legidative sesson with other
legidation. Senate Bill 2837, increased the
number of counties where gaming could
legdly be undertaken by opening interior
bodies of water to gaming. Senate Bill 2744
removed the requirement that cruise vessels
had to be underway to or from international
waters.

In 1990, House Bill 2, commonly known as
the Mississippi Gaming Control Act (MGCA),
provided for regulation, licensing and taxation
of legal gaming and authorized the creation of




the Mississppi Gaming Commission (the
“Commission”). MGCA dso alowed Gulf
Coast dockside gaming by removing the
requirement that a cruise vessel be underway
before gaming activities are undertaken
resulting in the current gaming environment.

Currently, gaming facilities are operated in
seven Mississippi counties.  Voters in S
counties approved dockside gaming by
referendum: Adams, Coahoma; Hancock;
Harrison; Warren; and Washington. In the
seventh county, Tunica, gaming became legd
dueto the absence of apetition filed calling for
a county referendum on dockside gaming.

(page 3)

Sate Government
Direct Gaming Revenue

For fiscal years 1993 through 1998, the state
received direct gaming revenue (state and
locally imposed gaming fees) totaling
$1,060,188,751. Thesetotal gamingfeeswere
deposited as follows: Bond Sinking Fund-
$113,049,089; State Highway Fund-
$3,240,099; Genera Fund- $613,954,868; and
transferstolocal governments- $333,184,794.

In fiscal year 1997, the state received
$119,540,774 in Genera Fund gaming
revenues which represented 4.2 percent of the
state’s total 1997 General Fund budget of
$2,856,138,000. Gaming revenues increased
from $33,315,922 in fisca year 1993 to
$126,872,535 in fisca year 1998, an increase
of 380 percent over five years or an average
76 percent per year. (page 8)

Use of State-lmposed Gaming Revenues

State law requires the first $3 million in state
monthly gaming fees be deposited in the
Gaming Counties Bond Sinking Fund. These
funds must be used to pay principa and
interest on debt issued to construct road and
bridgeinfrastructurewithin gaming countiesor
the counties approaching the gaming counties.
For the period 1993 through 1998 the state
has collected and deposited approximately
$113 million in gaming revenuein the Gaming
Counties Bond Sinking Fund.

State monthly gaming fees in excess of $3
million, but not in excess of twenty-five
percent of total gaming fees collected, must be
deposited in the State Highway Fund. These
funds must “be used exclusively for the
reconstruction and maintenance of highways
in the Sate of Mississippi.” The state
collected and deposited gaming revenue of
approximately $3.2 million in the State
Highway Fund for the period 1993 through
1998.

Theremainder of gaming fees collected “ shall
be paid by the State Tax Commission to the
Sate Treasurer to be deposited in the Sate
General Fund.” Although state law does not
require the expenditure of these funds for any
particular purpose, General Fundresourcesare
expended for many governmental functions
including public education, socia welfare and
corrections. For the period 1993 through
1998 the state has collected and deposited
gaming revenue of approximately $613 million
in the General Fund.

Because state's General Fund accountability
does not require that specific revenue types be
identified by expendituresmade from thefund,
exact identification of state expenditures




relative to gaming revenue cannot be made.
However, an analysis of state General Fund
expenditures from fiscal years 1990 t01997
revealed expenditures increased 44 percent
during the period. Some of the state
expenditure categories with increases
exceeding this average are: public works-
2,011%; debt service- 552%; corrections-
150% ; and insurance & banking- 148% . (page
9)

Regulation Cost

Two state agencies cooperate to regulate the
gaming industry: the Mississippi Gaming
Commission and the State Tax Commission.

Based on information provided by the
Mississippi Gaming Commission, itsestimated
budget for fisca years 1997 and 1998,
excluding its function related to charitable
bingo, was 7.6 million and 7.4 million,
respectively. Thisisadirect cost to the state to
regulate the gaming industry.

Because casino audits require audit skills
unlike other auditsit commonly performs, the
Tax Commission established a separate casino
audit divison. The casino audit division
currently has 24 audit positions;, total
expenditures for fiscal year 1998 were
$1,062,223, adirect cost to the state to ensure
that taxes and fees due the state are in fact
remitted. (page 10)

Business Activities
Subject to Sales Tax

Ananalysisof business activity subject to state
salestax showed strong growth for the state as

awhole. In gaming counties business activity
growth ranged from below state average in
some to moderate and robust in others.

Gaming’'s impact on business activity subject
to salestax variesfrom one part of the state to
another. In Tunica County the increase in
business activity far exceedsincreasesin other
counties; for the gulf coast counties increases
in business activity were significantly higher
than the state average; for Warren County the
increasein business activity wasabout equal to
the state average;, and for Washington,
Coahoma and Adams counties the increase in
business activity was well below the state

average. (page 14)

Economic Impact

Jobs

The economic impact of the gaming industry
on employment was significant. Gaming
industry-created jobs, including direct
employment, indirect employment andinduced
employment totaled 45,744 at September 30,
1998. Direct employment refers to jobs at
casinos; indirect employment results from
casino business spending in local economy;
and induced employment results from casino
employee spending in the local economy.
(page 17)

Per Capita Income

Based on our analysisof U. S. Department of
Commerce state per capita income data, the
gaming industry has been a contributing factor
in ageneral increase in Mississippi per capita
income from 1990 to 1996. Our analysis
revealed 1) from 1990 to 1996 Mississippi per




capita income increased 38.1 percent; 2)
gaming counties had an average per capita
income increase of 45.5 percent from 1990 to
1996, which is greater than the 38.1 percent
state average;, and 3) per capita income
increased an average of 37.5 percent from
1990 to 1996 in gaming counties and counties
surrounding the gaming counties, whichisless
than the 38.1 percent state average. (page 20)

Unemployment

Thestate’ sunemployment rate decreased from
8.7 percent to 5.3 percent from 1991 to 1998.
While Mississippi’s rate continues dlightly
above the nationa unemployment rate, a
sgnificant decrease in unemployment in the
state has occurred over this period.

However, assignificant asthe state’ sreduction
in unemployment has been, reduction in
unemployment in gaming counties is even
more significant. Unemployment in Hancock
County fell from 7.1 percent in 1991 to 3.7
percent in 1998. Harrison County decreased
from 7.1 percent to 3.9 percent; Tunica
County decreased from 15.4 percent to 7.2
percent; and Warren County decreased from
8.4 percent to 4.7 percent.

In the other three gaming counties
unemployment reductions were not as
dramatic. Unemploymentin AdamsCounty fell
from 10.8 percent in 1991 to 7.8 percent in
1998; Coahoma County decreased from 11.8
percent to 9.8 percent; and Washington
County decreased from 11.7 percent to 8.8
percent. (page 21)

Northern River Localities

Background

There are two northern river counties with
legaized gaming: Coahoma County and
Tunica County. (page 24)

L ocal Gaming Fees

For the 1996, 1997 and 1998 fisca years,
Coahoma County received revenue from local
gaming fees totaing $7,996,243 net of
amounts shared with other local governmental
entitiesin the amount of $579,929 to the City
of Clarksdale and $1,647,510 to schools.

For the 1996, 1997 and 1998 fisca years,
Tunica County received revenue from local
gaming fees totaling $84,475,749 net of
amounts shared with other local governmental
entitiesin theamount of $3,329,071 to thecity
of Tunica and $9,279,777 to schools. (page
24)

Authorized Uses of Gaming Revenue

Local and private law requires Tunica County
to deposit and expend 40% of its 3.2 %
gaming fees in its county general road fund,
deposit and expend 40% in a specia fund for
limited purposes, expend 12% for Tunica
County educational purposes, and pay 8% to
the Town of Tunica General Fund.

Loca and private law requires Coahoma
County to expend gaming revenue for any
purpose which general fund, road fund, or
bridge fund revenues may be expended.
Coahoma County may use its gaming fees to
reduce the ad valorem tax levy of the county
and may share up to 50% of its gaming




revenuewith designated governmental entities.
(page 24)

Conclusion

Expenditures of gaming revenue by the
northern river counties and municipaities
appear to have been for public use. Nothing
came to our attention indicating these public
funds were expended for matters other than
legal public purposes. (page 28)

Central and Lower River
Localities

Background

There are three central and lower river
counties with legalized gaming: Adams,
Warren and Washington. (page 30)

L ocal Gaming Fees

For the 1996, 1997 and 1998 fisca years,
Adams County received revenue from loca
gaming fees totaling $1,007,047 and Natchez
received atota of $2,373,910.

For the 1996, 1997 and 1998 fisca years,
Warren County received gaming revenue
totaling $6,623,130 and Vicksburg received a
net of $15,753,168 after sharing gaming
revenue with Vicksburg-Warren County
School District. Under the legal requirement
to share its 3.2 percent gaming fees, the City
of Vicksburg paid Vicksburg-Warren County
School District $1,809,603 in fiscad years
1996, 1997 and 1998.

For 1996, 1997 and 1998 fisca years,
Washington County received gaming revenue
totaling $2,100,651 after sharing revenue with
Washington County School District and
municipalities within the county other than
Greenville.  Greenville received gaming
revenue totaling $5,315,629 after sharing
revenue with Greenville Municipal School
District. (page 30)

Authorized Uses of Gaming Fees

Local and private law requires Natchez to
restrict expenditure of gaming revenue for
certain purposes. The review determined
Natchez expended a portion of its gaming
revenuein an area not authorized by local and
private law. Natchez municipal officias have
recognized this error and intend to repay their
General Fund so these funds may be expended
for authorized purposes.

Vicksburg is not required by law to identify
specific expenditures of gaming revenue from
its General Fund but the city does account for
gpecific expenditures it makes using these
funds. Vicksburg expended gaming revenue
for sewer improvements, a convention center,
police station, swimming pool complex, tax
reduction and many other projects. State and
local law requires Vicksburg to deposit its
$150 device tax in its General Fund but
imposes no restriction on expenditures.

The law requires Greenville deposit the
gaming revenue in its General Fund but does
not restrict expenditure of these funds and
does not require the municipality to
specificaly identify expenditures related to
gaming revenue. Greenville does identify its
expenditures related to gaming revenue and




expended the funds in the following aress:
equipment, vehicles, renovations, furniture,
parks, water/sewer improvements and other
projects.

The law does not require Greenville to share
its gaming revenue with other loca
governments but the city elected to do so.
The city shares 14.2 percent of the revenue
collected from its 3.2 percent gaming revenue
feeswith Greenville Municipal School District
($339,240 for fiscal years 1996-1998).

Local and private law requires Washington
County to deposit the 3.2 percent fees
received from Greenville in its General Fund
but imposes no restriction on expenditures.
Local and private laws make no requirement
for Adams and Warren counties regarding the
fund to deposit the 3.2 percent fees received
from Natchez and Vicksburg, respectively, and
do not restrict expenditures of the funds for
specific purposes.

The law does not require Washington County
to share its gaming revenue with other local
governments but the county government
elected to do so. The county shares 16
percent of the revenue collected from its 3.2
percent gaming revenue feeswith Washington
County School District ($317,548 for fiscd
years 1996-1998) and 10 percent of these
samefeeswith municipalitieswithin the county
other than Greenville ($153,570 for fisca
years 1996-1998). (page 30)

Conclusion
Except for the City of Natchez' simproper use

of gaming revenue for the city hospita
insurance fund, expenditures of gaming

Vi

revenue by the central and lower river counties
and municipalities appear to have been for
public use. However, the City of Natchez
agreed to reclassify these payments an inter-
fund loan and when repaid will use the funds
for authorized purposes. Except for the City
of Natchez's payments to the city hospita
insurance fund, nothing came to our attention
indicating these public funds were expended
for matters other than legal public purposes.

(page 38)

Gulf Coast Localities

Background

Therearetwo Mississippi Gulf Coast counties
with legalized gaming: Hancock and Harrison.

(page 40)

L ocal Gaming Fees

For the 1996, 1997 and 1998 fisca years,
Harrison County received gaming revenue
totaling approximately $18,100,000, Biloxi
received atotal of approximately $38,900,000,
Gulfport received a total of approximately
$11,300,000, the Harrison County School
Didtrict recelved a total of approximately
$6,600,000, the Biloxi School District
received atotal of approximately $10,300,000
and the Gulfport School District received a
total of approximately $3,000,000.

For the 1996, 1997 and 1998 fisca years,
Hancock County received gaming revenue
totaling approximately $1,400,000, Bay St
Louis received a total of approximately
$7,300,000, and Bay St. LouisWaveland
School District  recelved approximately




$900,000. (page 40)

Authorized Uses of Gaming Revenue

Loca and private laws require Biloxi and
Gulfport to deposit the 3.2 percent feesin their
respective general funds and require each
municipality to expend part of the fees on
municipal public safety and municipa
education purposes. They arealso required to
distribute a portion of the fees to Harrison
County to be expended by the county for
public safety purposes and educational
purposes in Harrison County. Bay St. Louis
deposits its 2.8 percent fees in its municipa
general fund and can be used for any lawful
municipal purpose. Bay St. Louis-Waveland
School District receives 0.4 percent of casino
total adjusted gross revenue.

Loca and private law authorizes Biloxi to
impose an additional annual licence tax of up
to $150 on gaming devises. The law does not
require Biloxi to share revenues from this
annua license tax. Similarly, Gulfport is
authorized by local and private law to impose
an annual license tax of up to $250 on each
table/card game and up to $100 on each slot
machine with no requirement for sharing. Bay
St. Louisisauthorized by local and privatelaw
to impose an annual gaming fee of up to $100
per gaming device with no requirement for
sharing.

Hancock County is not required by law to
identify specific expenditures of gaming
revenue. Its primary uses of gaming revenue
are capital outlay and debt retirement
expenditures. (page 40)

Vil

Finding

The method used by the City of Bay St. Louis
to assess gaming revenue fees on the casino
within its jurisdiction is not authorized by the
Legidature. The casino affected hasagreedin
writing with the current method of gaming fee
assessment, however the municipality’s
governing authority has no power to levy
gaming taxes of any kind or increase the levy
of any state-imposed tax. This authority is
reserved to the Mississippi Legidature. (page
46)

Conclusion

City of Bay St. Louis assessment of gaming
revenue fees is not authorized by the
Legidature.

Expenditures of gaming revenue by the gulf
coast counties and municipalities appear to
have been for public use. Nothing cameto our
attention indicating these public funds were
expended for matters other than legal public
purposes. (page 45)

Social Cost

Compulsive Gambling

Missssippi has responded to the compulsive
gaming problem by establishing theMississippi
Council on Problem and Compulsive Gaming
(MCPCG). Createdin 1995 the MCPCGisa
fulfillment of recommendations made by the
Governor’s Office, the Mississppi Public
Policy Think Tank and the Mississippi Casino
Operators Association. The MCPCGisanon-
profit, organization certified by the National
Council on Problem Gambling and isgoverned




by a40-member board.

Annua funding for the MCPCG consists of
$100,000 for the state via the Mississippi
Gaming Commission’s legislative
appropriation and $150,000 from the
Mississippi Gaming Association.

Since the advent of legalized gaming in
Mississippi, the Department of Mental Health
has recognized its logica role in treating
problem gamblers. To meet thisresponsibility
during the past four years it has made
consistently diminishing appropriation
requests, not funded by the legidature,
ranging from one-half of a percentage point of
gaming tax revenue to this year’'s request for
$300,000. Thefundingwould providesalaries
and training for addictionologists and, if
approved, would be the only direct state
involvement in the treatment of gambling
addicts.

A beginning was made to determine the extent
(but not the cost) of problem and compulsive
gambling in Mississippi in a 1997 MCPCG-
sponsored study made by Rachel A. Volberg
under the auspices of Missssippi State
University’s Social Science Research Center.
The report is titled Gambling and Problem
Gambling in Mississippi, A Report to the
Mississippi Council on Compulsive
Gambling and estimates “that, at a minimum,
there are presently 22,300 adult Mississippi
residents experiencing severe difficulties
related to their involvement in gambling.”
Based on her criteria, Volberg's study
classifies 3.7 percent of Mississippians as
lifetime problem gamblers, 3.1 percent as
lifetime probable pathological gamblers and
2.8 percent as current problem gamblers. She
concludes that athough “lifetime and current
prevalence of problem and probable

viil

pathological gambling in Mississippi in 1996
are higher than in most other states where
smilar surveys have been completed,
Mississppi’s citizens have a relatively low
gambling participation rate, with patterns of
gambling participation ... similar to patterns
identified in other jurisdictions,...”.(page 49)

Bankruptcy

Trends in national, state and regional
bankruptcy rates were reviewed to determine
if a correlation exists between the number of
bankruptcies and in the introduction of
gaming. Federa bankruptcy statistics from
1980 through 1997 were reviewed for the
United States, Mississippi and nine
southeastern states.

Mississippi’s per capita bankruptcy rate
decreased dlightly from 1992 to 1994, but for
the periods 1984 to 1991 and 1994 to present,
per capita bankruptcy has steadily increased.
While Mississippi’s per capitabankruptcy rate
is the seventh lowest among the nine
southeastern states, the rate hasincreased 318
percent from 5,172 to 19,269 bankruptcies per
year since 1980. This is dightly below the
national average of 324 percent.

While the number of bankruptcies in
Mississippi hasincreased, it must be noted the
number of Mississippi bankruptcies
attributable to legalized gaming is unknown,
since the federal bankruptcy courts do not
maintain data on causes of bankruptcies and
the fact there is a national trend of increased
bankruptcies. (page 55)




Recommendations

Proper Assessment and Use of L ocal
Gaming Fees

The Legidature should provide the State
Auditor the authority to review and approve
municipa audits, such authority currently not
authorized by statute. The problems noted
below in Bay St. Louis and Natchez identify
the necessity for this authority. This lack of
State Auditor review combined with the lack
of authority for the State Tax Commission to
get involved with payments made directly to
municipalitiesreducescasi no accountability for
paying al gaming fees due.

Bay St. Louisofficialsdid not comply with the
current local and private law, regarding
assessment of local gaming fees. Bay St. Louis
officias should comply with local and private
legidation or request the L egislature to amend
the law to conform with its current practices.

(page 46)

Natchez officials utilized a portion of City
gaming revenue for payments made to the city
hospital insurance fund, an expenditure not
allowed under current legal restrictions.
Natchez officials will now classfy these
payments as interfund loans and when repaid
will use the funds for purposes authorized by
local and private legidation. (page 34)

Compulsive Gambling

The Mississppi Council on Problem and
Compulsive Gambling should expand 1)
training workshops and certification for
gambling addiction counselors, clergy and
educators, 2) sponsorship of scholarly research
into prevalence of problem gambling and 3)

dissemination of public service
announcements, programs, newsletters, and
maintenance and expansion of its referral
resources manual. ( Page 55)

Current staff at the state’'s mental health
centers could be specifically trained to provide
treatment for compulsive gamblersin addition
to their drug and alcohol training. Cost for
this additional training does not appear
sufficient to warrant a tax increase of gaming
revenues. However, a funding source
generated from Gaming would seem

appropriate. (page 55)

The Mississppi Council on Problem and
Compulsive Gambling working with the
Department of Insurance should identify
insurance policies that offer coverage for the
treatment of compulsive gambling, take the
necessary measures to make these policies
available in Mississippi. (page 55)

Further Research

The State of Mississippi should consider this
report as a snapshot of current condition of
Economic Impact, Government Use of
Revenue and Socia Cost related to Gaming.
Consideration may be given to more in depth
research to independently verify some social
phenomenon. For example, establishment of
the cause and effect relationship between
legaized gaming in Missssppi and the
prevaence of compulsive gambling. Further
research may also be necessary to clearly
establish an association between gaming and
the increase of bankruptciesin Mississippi.

A further study should also include the effects
of the $140 million dollar per year legalized
bingo industry on the economy and social
order of the state.




I ntroduction

Purpose

Data on the economic impact, government use of revenue and socia cost of the state’s gaming
industry was not consolidated and readily available. Therefore, the State Auditor of Mississippi
(Auditor) initiated this limited performance review to provide this information for the public,
Governor, Legidature, state agencies, and local governments to better understand, regulate and
monitor resources and costs associated with the gaming industry.

The Auditor directed its Performance Audit Division (Division) to study the gaming industry in
Mississippi. The objectives of this study were to:

. determine the amount of revenue generated by the gaming industry for the state and
for local governmental entities;

. determine how the generated revenuefor the state and local governmental entitieswas
expended; and
. address social issues related to the gaming industry.
Scope

The scope of this study includes information beginning with legisation creating the gaming industry
through the state fiscal year 1998. Field work for the study began in August, 1998 and ended in
January, 1999. The following counties, and municipalities with gambling located within these
counties, were included in this study: Adams, Coahoma; Hancock; Harrison; Tunica; Warren; and
Washington. The gambling activities located in Neshoba County and operated by the Mississippi
Band of Choctaw Indians are not subject to state gaming laws and are not included in this study.




Method
In conducting the study, the Division performed the following procedures:

. read and analyzed legal authority;

. interviewed state and local governmenta entity employees;
. interviewed private sector individuals;

. obtained and analyzed statistics;

. visited gaming facilities; and

. read other reports dealing with the gaming industry.

Background

Definitions

In understanding this report, a clear distinction should be made between the terminology gambling
and gaming.

Webster’s Third New International Dictionary of the English Language, 1976, defines gambling and
gaming as follows:

“gambling n 1. the act or practice of betting: the act of playing a game and
consciously risking money or other stakes on its outcome 2: the act of risking
something on an uncertain event.

gaming n 1: the act or practice of playing games for stakes.”
These technical definitions do not provide a clear distinction between the two terms.
In June 1990, the Mississippi Legidature passed the Mississippi Gaming Control Act. Since state

lawmakers used the term gaming in this law, legalized casino gambling will be referred to as gaming
in this report.




However, it isimportant to note that gambling isabroad term referring to al types of betting, games
of chance, both legal andillegal. So, gaming, for purposes of thisreport as defined by the Mississippi
Legidature, is actually legalized dockside casino gambling.

Gambling and Problem Gambling in Mississippi: A Report to the Mississippi Council on Compulsive
Gambling, by Rachel A. Volberg, published by Mississippi State University’ sSocial Science Research
Center identifies the gambling activities, both legal and illegal, that are available to Mississippians.
Lega gambling activitiesare: docks de casino gambling, bingo, charitable games, and raffleslicensed
by the Mississppi Gaming Commission; and stock or commodities markets. Illegal gambling
activitiesare: card games; pari-mutuel betting (e.g., horses, dogs); slot machines, poker machines or
other gambling machines not at a casino; dice games, sports wagering; if wagers are made, games of
skill such as bowling or golf; and the numbers game.

Gaming Legidation

The evolution of the gaming industry in Mississippi began in thel989 legidative session with the
introduction of two Senate bills. Senate Bill 3068 exempted certain sized cruise vesselsfrom license
revocation based on the presence of gaming devices. It allowed cruise ships having gaming equipment
aboard to enter Mississippi ports; however, gaming was not permitted while the ship was docked.
Senate Bill 3069 exempted cruise ships from some prior gaming restrictions.

This legidation required that a cruise ship having gaming equipment aboard had to be 1,500 yards
from shore and underway to or from international waters.

Expansion of the gaming industry continued in thel990 legidative session with other legidation.
Senate Bill 2837, increased the number of counties where gaming could legally be undertaken by
opening interior bodies of water to gaming. Thishill aso changed some of the past requirements and
gaming restrictions.  Senate Bill 2744 removed the requirement that cruise vessels had to be
underway to or from international water, stating only that the cruise vessel had to be underway in the
waters adjacent to Mississippi south of the three most southern countiesin Mississippi where gaming
had not been prohibited by vote.

In 1990, House Bill 2, commonly known as the Mississippi Gaming Control Act (MGCA), provided
for regulation, licensing and taxation of legal gaming and authorized the creation of the Mississippi
Gaming Commission (the “Commission”). MGCA aso alowed Gulf Coast dockside gaming by
removing the requirement that a cruise vessel be underway before gaming activities are undertaken.

Table 1 (page 4) shows the history of Mississippi Gaming Legidation.




Tablel

History of Mississippi Gaming L egislation

March 28, 1989

S. B. 3068 - Amended Section 67-1-71,
Mississippi Code of 1972, exempting licensed
cruise vessels from being susceptible to license
revocation based on the conduction or presence of
gaming devices, exempted vessels from common
nuisance provisions of Section 95-3-25,
Mississippi Code of 1972.

S. B. 3069 - Exempted cruise vessels operating in
the Gulf of Mexico from specific restrictions
related to gaming when the vessel was 1,500 yards
from shore in the channel and underway making
way to or from international waters.

March 20, 1990

S. B. 2837 - Opened up interior bodies of water in
the state to gaming. Specific bodies of water
included the Mississippi River and any navigable
waters within any county bordering on the
Mississippi River.

April 9, 1990

S. B. 2744 - Struck the phrase requiring cruise
vessels on which gaming was conducted to be

underway making way to or from international

waters.

June 29, 1990

H. B. 2 - Mississippi Gaming Control Act

Source: Institutions of Higher Learning, Center for Policy Research and Planning

MGCA established a referendum process to legalize gaming in a particular entity. The process
requires a person, corporation or other legal entity to provide the Commission with awritten notice
of intent to apply for agaming license in aparticular county. Then, within ten days after the receipt
of anotice of intent (the“notice”) to apply for agaming license, the entity must publish notice of such
request once each week for three consecutive weeks in anewspaper having genera circulationinthe

Mississippi Gaming Control Act (MGCA)

county in which the entity wishes to establish legal gaming.




The voters of the county can call for an election on the issue of legalized gaming by submitting a
petition signed by 20 percent or 1,500, whichever isless, of the registered voters of the county. If
county voters do not approve the referendum, gaming isnot allowed; a subsequent vote on theissue
of legalized gaming cannot be held for at least one year.

If county voters do not file a petition for an election within 30 days of the last publication of anotice,
the board of supervisors shall adopt aresolution stating that a petition was not timely filed and that
legalized gaming may be conducted in the county.

Currently, gaming facilities are operated in seven Mississippi counties. Voters in six counties
approved dockside gaming by referendum. Table 2 shows the six counties that have authorized
gaming by referendum.

Table2
Date Gaming
County Approved

Adams County November 1990
Coahoma County August 1993
Hancock County December 1990
Harrison County March 1992
Warren County September 1992
Washington County March 1993

Source: Ms Ingtitutions of Higher Learning - Center for Policy Research and Planning

In the seventh county, Tunica, gaming became legal in November 1991 due to the absence of a
petition filed calling for a county referendum on dockside gaming.




State Gover nment




State Gover nment

Background
Passage of the body of legidation discussed in this report’ sintroduction culminated in the enactment

of HouseBill 2, the Gambling Control Act, during the June, 1990, Special Legidative Session. The
legidation aso established the Mississippi Gaming Commission to regulate the gaming industry.

Taxation of Gaming
State law requires the State Tax Commission to collect from each casino a monthly gaming license
fee based on gross revenue. The gross revenue fees are levied by the State Tax Commission as
follows:
. four percent (4%) of all gross revenue up to $50,000;
. six percent (6%) of all gross revenue over $50,000 up to $134,000; and
. eight percent (8%) of al gross revenue over $134,000.

In addition, the State Tax Commission assesses and collects an additional state gaming license fee
from each casino based on the number of games operated. This annual fee isimposed as follows:

. casinos operating ten (10) games or less pay afee from $50 to $1,500;
. casinos operating more than ten (10) games pay afee from $500 to $4,800;
. casinos operating more than thirty-five (35) games pay afee of $100 per game.

The State Tax Commission is also authorized to develop rules and regulations governing the tax
collections. Accordingly:

. the first $3 million in monthly state gaming fees must be deposited in the Gaming

Counties Bond Sinking Fund for use in paying principal and interest on debt issued
to construct road and bridge infrastructure within gaming counties or the counties
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approaching gaming counties;

. monthly gaming feesin excess of thefirst $3 million, up to 25 percent of total gaming
fees collected, must be “ deposited into the Sate Highway Fund to be used
exclusively for the reconstruction and maintenance of highways of the Sate of
Mississippi” ; and

. the remainder of gaming fees collected “ shall be paid by the Sate Tax Commission
to the Sate Treasurer to be deposited in the State General Fund” .

State law also requires the State Tax Commission to collect other locally imposed gaming fees for
payment to local governments.

Direct Gaming Revenue

The gaming industry produces direct gaming revenue to state and local government in the form of
state and locally imposed gaming fees. Table 3 showsthe amount of direct revenue (state and locally
imposed gaming fees) received by the State Tax Commission from fiscal years 1993 through 1998.
(Thistable does not include approximately $10 million in fees paid to Bay St. Louis/Hancock County
since that agreement is administered without the State Tax Commission pages 41 and 46). In
addition, as discussed on page 13, the state also receives revenue from the rental

Table 3
State Tax Revenues From Gaming
State Bond State
Fiscal Sinking Highway General Transfer To
Y ear Fund Fund Fund Local Govt Total
1993 $33,315,922 $11,095,706 $44,411,628
1994 95,033,771 33,736,024 128,769,795
1995 128,776,225 60,513,226 189,289,451
1996 $34,223,742 110,415,641 69,074,471 213,713,854
1997 38,258,926 119,540,774 75,858,651 233,658,351
1998 37,326,322 | $3,240,099 126,872,535 82,906,716 250,345,672
Total $109,808,990 | $3,240,099 | $613,954,868 | $333,184,794 | $1,060,188,751

Source: State Tax Commission




of publictidelands. Also discussed on page 13 isgaming revenue received by state levee boards. On
page 14 changesin total state business activity subject to sales taxes is discussed.

In fiscal year 1997, the state received $119,540,774 in General Fund gaming revenues which
represented 4.2 percent of the state’ stotal 1997 General Fund budget of $2,856,138,000. Gaming
revenuesincreased from $33,315,922 in fiscal year 1993 to $126,872,535 in fiscal year 1998, an
increase of 380 percent over five yearsor an average 76 percent per year.

Use of Gaming Fees Received By State Government

Comparing fiscal year 1990 (pre-gaming) with fiscal year 1997 (most recent fiscal information), total
Genera Fund revenuesincreased from $1.811 billion to $2.856 billion —an increase of $1.045 hillion
(57.7 percent). By comparison, for those two years, total state Genera Fund gaming revenue
increased from -0- in 1990 (pre-gaming) to $119.5 million (1997 revenue) representing 11 percent
of the total increase in Genera Fund budget.

General Fund gaming revenues increased from no ($0) revenue in fiscal year 1990 to $126.9 million
infiscal year 1998. Table 3 showsfor the period 1990 through 1998 Genera Fund gaming revenue
totaled $613.9 million.

State law requires the first $3 million in state monthly gaming fees be deposited in the Gaming
Counties Bond Sinking Fund. These funds must be used to pay principal and interest on debt issued
to construct road and bridge infrastructure within gaming counties or the counties approaching the
gaming counties. Asshown in Table 3, for the period 1993 through 1998 the state has collected and
deposited $110 million in gaming revenue in the Gaming Counties Bond Sinking Fund.

State monthly gaming feesin excess of $3 million, but not in excess of twenty-five percent of total
gaming fees collected, must be deposited in the State Highway Fund. These funds must “ be used
exclusively for the reconstruction and maintenance of highwaysin the Sate of Mississippi.” Table
3 shows the state collected and deposited gaming revenue of $3.2 million in the State Highway Fund
for the period 1990 through 1998.

The remainder of gaming fees collected “ shall be paid by the State Tax Commission to the State
Treasurer to be deposited in the Sate General Fund.” Although state law does not require the
expenditure of thesefundsfor any particular purpose, General Fund resourcesareexpended for many
governmental functions including public education, social welfare and corrections.

Because state' s General Fund accountability does not require that specific revenuetypesbeidentified
by expenditures made from the fund, exact identification of state expenditures relative to gaming
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revenue cannot be made. However, an analysis of state General Fund expenditures from fiscal years
1990 t01997 reveal ed expendituresincreased 44 percent during the period. Table 4 showsthe state
expenditure categories with increases exceeding this average.

Table4
Analysis of State General Fund Expenditures
for Period of 1990 to 1997

Percentage
Expenditure Category Increase Greater

Than 44%
Public Works 2,011%
Debt Service 552%
Corrections 150%
Insurance & Banking 148%
Hospitals & Hospital Schools 85%
Judiciary & Justice 2%
Public Health 71%
Social Welfare 62%
Public Protections & Veteran's Assist 56%

Source: Analysis of information provided by Department of Finance and Administration

Regulation
Two state agencies cooperate to regulate the gaming industry: the Mississippi Gaming Commission
and the State Tax Commission.
Mississippi Gaming Commission Duties

In addition to legdizing dockside gaming, House Bill 2 established the Mississippi Gaming
Commission to regulate casinos. Its mission statement describes the agency’ s purpose and goals:
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Themission of the Mississippi Gaming Commission (MGC) isto enforcethe Gaming
Control Act and Charitable Gaming Laws of the Sate of Mississippi. The MGC will
establish and enforce regulations under the authority of those lawsin such a manner
that will ensure the integrity of the State of Mississippi and maintain the public
confidence in both the charitable gaming and casino gaming industries by working
in conjunction with the industry. The Mississippi Gaming Commission will work in
concert with international, national, state, county, local regulatory and law
enforcement agencies to establish a safe and crime free environment. In addition,
the MGC will ensure economic development that is in both the best interest and
safety of the citizens of the State of Mississippi.

The Mississippi Gaming Commission isorganized into twelve divisions and hastwo major functions:
investigation and enforcement. Based on information provided by the Mississippi Gaming
Commission, its estimated budget for fiscal years 1997 and 1998, excluding its function related to
charitable bingo, was $7.6 million and $7.4 million, respectively. Thisisadirect cost to the state to
regul ate the gaming industry to ensure enforcement of gaming laws, to preserve public confidence
inthe gaming industry, and to insure economic development that isin the best interests of the state's
citizens.

Sate Tax Commission Duties

Section 75-76-81, Mississppi Code of 1972 Annotated, places authority to assess and responsibility
to collect taxes and other gaming industry fees with the State Tax Commission:

The Chairman of the State Tax Commission shall assess and collect all taxes, fees,
licenses, interest, penalties, damages and fines imposed by this chapter [ Gaming
Control Act], and is hereby empowered to promulgate rules and regulations to
administer such collections.

The State Tax Commission is also responsible for depositing appropriate collections with the State
Treasurer and distributing appropriate collections to localities (i.e., the appropriate county or
municipdity).

State Tax Commission regulations specify the agency’s authority to:

. conduct periodic audits or reviews of gaming licensees,
. review and observe accounting methods and procedures,
. examine debt extension procedures;
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. review and require modification of internal control procedures,

. examine all accounting records when necessary; and
. investigate compliance with Gaming Control Act, other regulations, controls and
procedures.

State Tax Commission regulations require each gaming licencee to:

. maintain accurate records of al transactions pertaining to revenue,

. prepare annual financial statements covering all financial activities,

. submit an annual audit report by an independent accountant of the licensee’ sfinancial
statements;

. remit weekly areport on revenue and prepayment of fees,

. remit monthly afinal return for fees or taxes upon gross revenue;

. establish and submit awritten plan of internal administrative and accounting controls

and procedures for the purpose of determining licensee's liability for taxes and fees
under the Gaming Control Act and to ensure accuracy and reliability of al accounting
data; and

. submit an annual report prepared by an independent accountant on licensee
compliance with written system of internal controls.

In order to verify the accuracy of casino information and casinos compliance with the above

state laws and regulations, the Tax Commission established a separate casino audit division.
Commission auditors compare casinos written internal control systems with procedures, events and
the circumstances they observe. The extent of casinos compliance with written interna control
systems allows auditors to determine the degree of audit risk. By determining audit risk, auditors can
determine anecessary audit samplesize. The auditorsthen sample aselected number of businessdays
to review and examine 100 percent of all casino records and documents for the business days
selected.

Thecasino audit division currently has 24 audit positions; total expendituresfor fiscal year 1998 were
$1,062,223, adirect cost to the state to ensure that taxes and fees due the state are in fact remitted.
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Additional State Revenue From Public Tidelands Rental

In addition to revenue and fees accruing directly from gaming activity, Mississippi collects revenues
from the lease of public tidelands.

Section 29-15-9, Mississippi Code of 1972, Annotated, establishesaPublic Trust Tidelands Fund for
the purpose of receiving funds from lease rentals of tidelands and submerged lands. The Office of
the Secretary of State administers this fund.

State law authorizes the use of Public Trust Tideland Fund to:

. pay administrative cost of the Secretary of State;

. replace lost ad valorem taxes of local taxing authorities;
. fund new programs of tidelands management; and

. fund public improvement projects.

The Secretary of State administered leases totaling $4,057,071 for tidelands rented by casinos in
gaming countiesfor 1998. After payment of Secretary of State administrative costs, these funds are
designated for usein coastal counties with gaming.

Gaming Revenue Received By Levee Districts

The Mississippi Constitution created a state levee system with two levee districts: the Yazoo-
Missssippi DeltaLevee District and the Mississippi Levee District. The Congtitution provideslevee
district commissioners the authority and responsibility to erect, repair and maintain levees.

Washington County is one of the counties located within the Mississippi Levee District. Coahoma
County and Tunica County are located within the Y azoo-Mississippi Levee District.

Table 5 (page 14) shows the gaming revenue received by Mississippi Levee Boards for the 1996-98
fisca years.

Mississippi levee districts received total gaming revenue of $8,547,441 in fiscal years 1996-98.

During thisperiod the Mississippi Levee District received $210,528 and the Y azoo-Mississippi Levee
Digtrict received $8,336,913. These funds are used by the districts in their operation.
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Table5

Revenue Received By Mississippi Levy Districts
Fisca Missssippi | Yazoo-Miss
Y ear Levee Levee Total
1996 $1,199,055 $1,199,055
1997 $174,000 3,407,717 3,581,717
1998 36,528 3,730,141 3,766,669
Total $210,528 $8,336,913 $8,547,441

Source: Ms Levee Board and Y azoo-Mississippi Levee Board

The Y azoo-Mississippi Levee District gaming revenueincreased from $1,199,055 in fiscal year 1996
to $3,730,141 in fiscal year 1998, or a 211% increase.

Changesin Business Activity Subject to Sales Taxes
An analysis of business activity subject to state sales tax showed strong growth for the state as a
whole. In gaming counties business activity growth ranged from below state average in some to
moderate and robust in others. Table 6 shows changes in business activity subject to salestax from
1992 t01997.
For the period 1992 through 1997, business activity subject to salestax increased 42.76 % statewide.

Percentage increases in sales tax business activity in three gaming counties (Washington, 19.26%;
Coahoma, 19.73 %; Adams, 20.32 %) were significantly below the 42.76 % state average.

The percentage increase in one gaming county (Warren, 44.01 %) approximates the 42.76 % state
average.

Percentage increases in three gaming counties (Hancock, 63.98 %; Harrison, 65.87 %; Tunica,
842.76 %) were significantly higher than the 42.76 % state average.
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Gaming’ simpact on business activity subject to salestax variesfrom one part of the state to another.
In Tunica County theincreasein business activity far exceedsincreasesin other counties; for the gulf
coast counties increases in business activity were significantly higher than the state average; for
Warren County the increase in business activity was about equal to the state average; and for
Washington, Coahomaand Adams countiestheincreasein business activity waswell below the state
average.

Table 6
Changesin Total Business Activity Subject to Sales Tax
Percentage
Entity 1992 1997 Increase
Statewide $20,496,668,708 $29,260,468,694 42.76%
Tunica County 42,734,711 402,886,134 842.76%
Harrison County 1,469,198,687 2,436,895,662 65.87%
Hancock County 178,761,193 293,131,412 63.98%
Warren County 420,738,862 605,898,260 44.01%
Adams County 342,312,581 411,882,008 20.32%
Coahoma County 238,266,988 285,275,140 19.73%
Washington County 543,545,245 648,210,901 19.26%

Source: Analysis of information from State Tax Commission

Table 7 (page 16) isan analysis of changes in specific categories of business activity subject to sales
tax for the period 1992-97.

Tunica County had the most significant increase in specific categories of business activity subject to
sales tax from 1992 t01997. In Tunica County building construction increased from $405,815 to
$180,191,813 or 44,302 %,; construction contractors increased from $304,006 to $36,513,103 or
11,910 %; hotels & motels increased from $44,790 to $21,344,441 or 47,554 %.

The gaming industry has had a significant impact on state business activity subject to salestax. The
most significant impact that gaming has had on business activity isin Tunica County.
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Table7

Changesin Specific Categories of Business
Activity Subject of Sales Tax

1992-97
Category Percentage

of Business Activity Change
Total sales 42.76%
Liquor Stores -bar only 283.35%
Building construction 104.73%
Recreation & Amusement 91.13%
Construction Contractors 90.26%
Hotels & Motels 62.90%
Motor Vehicles -used 57.95%
Motor Vehicles-new & used 56.40%
Restaurants 44.68%
Department Stores 44.53%
Antique including pawn shops 35.89%
Grocery stores 2.22%
Liquor Stores -package -0.28%
Beer Parlors -3.73%

Source: Analysis of information from State Tax Commission
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ECONOMIC IMPACT OF GAMING INDUSTRY

The economic impact of the gaming industry on employment is significant according to Mississippi
Gaming Commission report information, asof September 30, 1998, analyzed by Institutions of Higher
Learning (IHL), but not independently verified by the Division. Gaming industry-created jobs,
including direct employment, indirect employment and induced employment total 45,744. Direct
employment refersto jobs at casinos; indirect employment results from casino business spending in
local economy; and induced employment resultsfrom casino employee spending inthelocal economy.

Since this total employment impact does not take into account employees moving from other jobs,
the 45,744 total gaming employment should not all be considered new jobs. While this reduces the
overall effect of net state employment resulting from the gaming industry, it does not diminish thefact
that the gaming industry has had a positive effect on Mississippi employment.

Table 8 shows the gaming industry employment impact per type of job. The largest increases in
employment occurred in recreation (25,576), retail trade (6,799), and hotel andlodging (3,431). IHL
estimates the following breakdown in gaming industry employment: 80 percent in gaming jobs, 10
percent in hotel jobs, and 10 percent in restaurant and bar jobs.

Table 8 shows that the 45,744 employment total includes 31,700 direct employees of casinos, 5,130
indirect jobs resulting from casino spending in the local economy, and 8,914 induced jobs resulting
from casino employee spending in thelocal economy. Theindirect and induced employment figures
are estimated by IHL based on direct casino employment.

Table 8
Gaming Industry Employment I mpact
Per Job Type
Type Direct Indirect Induced Total
Recreation Services 25,360 49 167 | 25,576
Retail Trade 3,170 250 3,379 6,799
Hotels and Lodging 3,170 131 130 3,431
Business Services 0 1,158 221 1,379
Health Services 0 1 1,354 1,355
Construction 0 524 193 717
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Gaming I ndustry Employment Impact

Per Job Type
Type Direct Indirect Induced Total
Professional Services 0 460 112 572
Personal Services 0 230 334 564
Wholesale Trade 0 204 320 524
Real Estate 0 289 183 472
Motor Freight Transport 0 173 115 288
Farms 0 164 123 287
Automotive Services 0 138 139 277
Banking 0 101 175 276
Non-profit Organizations 0 69 179 248
Domestic Services 0 0 226 226
Lega Services 0 93 113 206
Communications 0 134 70 204
Printing and Publishing 0 161 33 194
Utilities 0 113 78 191
Education Services 0 7 179 186
Food Processing 0 67 113 180
Socia Services 0 2 166 168
Credit Agencies 0 77 86 163
Ag Services 0 104 39 143
Federal Non-Military 0 83 42 125
Insurance Carriers 0 12 103 115
State & Loca Non-Ed Gov 0 36 55 91
Repair Services 0 49 27 76
Apparel 0 15 61 76
Motion Pictures 0 33 34 67
Insurance Agents & Broker 0 7 60 67
Chemicalsand Allied 0 17 29 46

[
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Gaming I ndustry Employment Impact
Per Job Type
Type Direct Indirect Induced Total

Wood Products 0 25 19 44
Transportation Services 0 32 11 43
Electrical Equipment 0 9 33 42
Furniture 0 1 39 40
Oil Mining 0 14 23 37
Loca Passenger Transit 0 7 21 28
Securities & Comm Broker 0 5 18 23
Pulp and Paper 0 12 8 20
Water Transportation 0 11 8 19
Textiles 0 3 14 17
Transportation Equipment 0 6 11 17
Air Transportation 0 7 10 17
Industrial Machinery 0 9 8 17
Petroleum Products 0 7 10 17
Misc. Manufacturing 0 8 8 16
Railroads & Related Ser 0 6 7 13
Stone, Glass, Clay 0 8 5 13
Scientific Instruments 0 2 10 12
Fabricated Metal 0 5 4 9
Leather Products 0 0 6 6
Rubber Products 0 1 1 2
Commercia Fishing 0 1 1 2
Pipe Lines, Except Na Gas 0 0 1 1

Tota 31,700 5,130 8,914 | 45,744

Source: Institutions of Higher Learning

Table 9 (page 20) shows Mississippi per capita income for the state, for gaming counties and for
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counties surrounding gaming counties. Gaming countiesare shownin bold and counties surrounding
gaming counties are listed for comparison.

Table9
Mississippi Per Capita Income Increasesfor Gaming
and Surrounding Counties 1990-1996
1990 | 1991 | 1992 | 1993 | 1994 | 1995| 1996 %
Mississippi (State-Wide) 12,719 13,402 14,198 14,963 15,941 16,743 17,561 38.1
Adams County 13,014 13,490 14,688 15,401 16,008 16,891 17,698 36.0
Franklin County 9,488 9,940 10,698 11,091 11,414 12,127 12,861 36.1
Jefferson County 7,865 8,247 9,039 9,503 9,491 10,451 11,033 40.3
Wilkinson County 9,143 9,757 10,663 10,822 11,795 12,010 12,971 41.9
Hancock County 12,738 13,493 13,807 14,534 15,209 15,377 16,038 25.9
Harrison County 13,495 14,236 15,027 16,521 17,712 18,445 19,644 46.0
George County 8,997 9,210 9,934 10,176 13,322 13,556 13,794 53.3
Jackson County 13,814 14,732 15,489 16,630 17,227 17,558 17,514 26.8
Pearl River County 11,033 11,624 12,182 12,753 13,437 13,725 14,207 28.8
Stone County 11,600 12,286 12,993 13,592 14,046 14,312 14,762 27.3
Tunica County 9,890 10,522 11,772 12,695 15,810 17,298 19,139 93.5
Coahoma County 11,555 12,681 13,700 14,081 15,363 15,635 16,883 46.1
Desoto County 16,197 16,463 17,234 18,213 19,683 20,932 21,671 33.8
Panola County 11,225 11,804 12,355 12,648 13,571 14,082 14,469 28.9
Quitman County 10,092 10,487 11,757 11,241 12,260 12,235 13,594 34.7
Tate County 12,767 13,273 14,163 15,141 16,165 16,881 17,538 37.4
Warren County 14,839 15,636 16,717 17,749 19,520 20,701 20,920 41.0
Claiborne County 8,956 8,998 10,192 10,853 11,444 12,089 12,479 39.3
Hinds County 15,918 16,888 17,876 18,761 19,666 21,091 21,885 375
Issaquena County 10,251 12,315 11,231 11,514 14,375 10,383 12,751 24.4
Y azoo County 12,554 13,098 13,411 13,638 15,270 14,979 16,407 30.7
Washington County 11,643 12,603 12,934 13,370 14,714 15,716 16,520 419
Bolivar County 10,572 12,073 12,534 12,869 13,866 14,439 15,393 45.6
Humphreys County 11,512 12,257 12,183 12,733 14,229 14,492 15,377 33.6
Sharkey County 10,653 11,709 11,573 11,138 12,979 11,931 13,586 275
Sunflower County 9,432 10,285 10,290 10,427 11,242 11,648 12,402 315

Source: Survey of Current Business, U.S. Dept. of Commerce, Economics & Statistical Administration Bureau of Economic Analysis
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Based on our analysis of U. S. Department of Commerce state per capita income data, the gaming
industry has been a contributing factor in a general increase in Mississippi per capita income from
1990 to 1996. Our anaysisrevealed:

. from 1990 to 1996 Mississippi per capitaincome increased 38.1 percent;

. gaming counties had an average per capitaincomeincrease of 45.5 percent from 1990
to 1996, which is greater than the 38.1 percent state average; and

. per capitaincomeincreased an average of 37.5 percent from 1990 to 1996 in gaming
counties and counties surrounding the gaming counties;

The gaming industry cannot be considered the only factor contributing to the consistent increase in
per capitaincome experienced by theses counties from 1990 through 1996. Other factors, including
agenera improvement in the national and Mississippi economy, obviously play apart. However, our
analysis of available information revealed the effect of the gaming industry on the state’ sincreasein
per capitaincome is substantial.

Table 10

Unemployment Rates 1991 to 1998

1991 | 1992 [ 1993 | 1994 | 1995 | 1996 | 1997 | 1998
United States 6.7 74 6.8 6.1 5.6 54 49 45
Mississippi 8.7 8.2 6.4 6.6 6.1 6.1 5.7 5.3
Adams County 10.8 8.2 7.3 8.2 7.3 7.0 9.0 7.8
Coahoma County 11.8 11.3 10.9 11.2 10.3 9.9 104 9.8
Hancock County 7.1 7.6 6.2 6.5 6.6 5.7 4.7 3.7
Harrison County 7.1 75 5.1 55 6.4 4.9 4.6 39
Tunica County 154 13.6 9.6 10.3 12.7 7.6 7.2 7.2
Warren County 84 8.8 7.8 6.9 6.0 54 54 47
Washington County 11.7 12.4 10.5 11.0 10.0 10.2 9.1 8.8

Source: Mississippi Employment Security Commission

Table 10 (page 21) shows unemployment rates for the United States, Mississippi and each gaming
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county from 1991 through 1998. The unemployment rates shown are annualized for years 1991
through 1997; the rates for 1998 are averaged for the months of January through October.

The state’ sunemployment rate decreased from 8.7 percent to 5.3 percent from 1991 to 1998. While
Mississippi’ s rate continues dightly above the national unemployment rate, a significant decease in
unemployment has occurred in the state over this period.

However, as significant as the state's reduction in unemployment has been, reduction in
unemployment in gaming counties is even more significant. Unemployment in Hancock County fell
from 7.1 percent in 1991 to 3.7 percent in 1998; Harrison County decreased from 7.1 percent to 3.9
percent; Tunica County decreased from 15.4 percent to 7.2 percent; and Warren County decreased
from 8.4 percent to 4.7 percent.

In the other three gaming counties unemployment reductions were not as dramatic. Unemployment
in Adams County fell from 10.8 percent in 1991 to 7.8 percent in 1998; Coahoma County decreased
from 11.8 percent to 9.8 percent; and Washington County decreased from 11.7 percent to 8.8
percent.

FURTHER RESEARCH

The State of Mississippi should consider this report as a snapshot of current condition of Economic
Impact, Government Use of Revenueand Social Cost related to Gaming. Consideration may begiven
to more in depth research to independently verify some socia phenomenon. For example,
establishment of the cause and effect relationship between legalized gaming in Mississippi and the
prevaence of compulsive gambling. Further research may aso be necessary to clearly establish an
association between gaming and the increase of bankruptciesin Mississippi.

A further study should aso include the effects of the $140 million dollar per year legalized bingo
industry on the economy and social order of the state.
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Countiesand Municipalities
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Northern River Counties and Municipalities

Summary
There are two northern river counties with legalized gaming: Coahoma County and Tunica County.

. Coahoma County authorized gaming in August 1993 and has one casino located
within the City of Lula; and

. Gaming becamelega in TunicaCounty in November 1991 in the absence of apetition
filed calling for a vote on dockside gaming. Tunica County has nine casinos al
located in Robinsonville.

State law requires the State Tax Commission to assess, collect and distribute certain local gaming
fees. The State Tax Commission distributes these fees to the county where the casino islocated or,
if the casino islocated in a municipality, to the municipality and county based on population. The
local fees (referred to as 0.8 percent fees) are assessed as follows:

. four-tenths percent (0.4 percent) of gross gaming revenue up to $50,000;
. six-tenths percent (0.6 percent) of gross revenue over $50,000 up to $134,000;
. eight-tenths percent (0.8 percent) of gross revenue over $134,000.

State law does not address which fund counties and municipalities should deposit the 0.8 percent fees
or the types of expenditures local governments can make using these local gaming fees.

In addition, local and private laws authorize Coahomaand Tunica countiesto impose on each casino
additional local gaming fees of up to 3.2 percent of monthly gross revenue. Coahoma County and
Tunica County both impose the maximum 3.2 percent gross revenue fee. Loca and private law
authorizes Coahoma County to impose up to an additional $150 annual license tax on each table
game, card game and gaming device.

Tunica County is required by local and private law to share a portion of its 3.2 % gaming revenue
with the Town of Tunica and with the Tunica School District with the .8 % going to the county
genera fund. Coahoma County isauthorized by local and private law to share aportion of itsgaming
revenue with municipalities, institutions of higher learning, utility districts or other politica
subdivisions within the county.
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Loca and private law requires Coahoma County to expend gaming revenue for any purpose which
genera fund, road fund, or bridge fund revenues may be expended or for any purpose the county has
authority to levy ad valorem taxes. Coahoma County may use its gaming fees to reduce the ad
valorem tax levy of the county. Coahoma County may share up to 50% of its gaming revenue with
any municipality, institution of higher learning, utility district or other political subdivision withinthe
county to be expended for purposes designated by Coahoma County.

Local and private law requires Tunica County to deposit and expend 40% of its 3.2 % gaming fees
in its county general road fund; deposit and expend 40% in a special fund for construction and
maintenance of roads, bridges, water and sewer systems, airports, conventions centers, drainage and
flood prevention, recreation, buildings, education facilities, medical facilities, and transportation
systems; expend 12% for Tunica County educational purposes; and pay 8% to the Town of Tunica
General Fund.

Table 11 shows the net amount of gaming revenue received by northern river countiesin fiscal years
1996, 1997 and 1998 and shows amounts shared with other local governments.

Table 11
Northern River County Gaming Revenue

Governmental Entity Fy 96 Fy 97 Fy 98 Total
Coahoma County $2,583,042 $2,628,800 $2,784,401 $7,996,243
City of Clarksdale 195,000 189,929 195,000 579,929
Schools 515,398 593,999 538,113 1,647,510
Tunica County 24,423,863 28,663,524 31,388,362 84,475,749
City of Tunica 536,491 769,116 2,023,464 3,329,071
Schools 2,688,760 3,076,464 3,514,553 9,279,777

Tota $30,942,554 $35,921,832 $40,443,893 | $107,308,279

Source: County and Municipal Governments

Table 12 (page 26) shows the uses of gaming revenue by northern river governmental entities that
include a variety of categories and expenditure types.
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Table 12

Uses of Gaming Revenue By
Northern River Gover nmental
Entities

Debt Reduction - Jails

Capita Outlay - Roads

Capital Outlay - General County

Shared Revenue With School District

Shared Revenue With Town

Tax Reduction

General Expenditures

Levee Board

Coahoma County

Coahoma County authorized gaming in August 1993 and has one casino located within the City of
Lula.

State law imposes alocal gaming fee of up to 0.8 percent of gross revenue on gaming in Coahoma
County. Thisfeeisimposed, collected and distributed by the State Tax Commission to the county
treasury. State law places no restriction on the expenditure of this revenue.

Loca and private law authorizes and the county imposes an additional fee of up to 3.2 percent on
gaming gross revenue. This fee is collected and distributed by the State Tax Commission to the
county treasury for distribution by the board of supervisors as they deem appropriate.

For the 1996, 1997 and 1998 fiscal years, Coahoma County received revenue from local gaming fees
totaling $7,996,243 net of amounts shared with other local governmental entities in the amount of
$579,929 to the City of Clarksdale and $1,647,510 to schools. See Table 13 for gaming revenues
for fiscal years 1996 - 1998.
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Table 13

Fiscal Coahoma County City of
Y ear Gaming Revenue | Clarksdale | Schools Total
1996 $2,583,042 $195,000 $515,398 $3,293,440
1997 2,628,800 189,929 593,999 3,412,728
1998 2,784,401 195,000 538,113 3,517,514
Total $7,996,243 $579,929 $1,647,510 |  $10,223,682

Source: County and Municipal Governments

Gaming was legalized in Tunica County in November 1991 when no petition was filed calling for a
vote on dockside gaming.

State law imposes a local gaming fee of up to 0.8 percent of gross revenue on gaming in Tunica
County. Thisfeeisimposed, collected and distributed by the State Tax Commission to the county.

Loca and private law authorizes and Tunica County imposes an additional fee of up to 3.2 percent
0N gaming gross revenue.

For the 1996, 1997 and 1998 fiscal years, Tunica County received revenue from local gaming fees

Table 14

Coahoma County Entities
Uses of
Gaming Revenue

Debt Service - Jail

Capital Outlay - General County

Capita Outlay - Roads

Education Purposes

General Expenditures

Tax Reduction

Tunica County
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totaling $84,475,749 net of amounts shared with other local governmental entities in the amount of
$3,329,071 to the city of Tunicaand $9,279,777 to schools. See Table 15 for gaming revenues for
fiscal years 1996 - 1998.

Table 15
Tunica
County
Fiscal Gaming City of
Y ear Revenue Tunica Schools Total
1996 $24.423,863 $536,491 $2,688,760 $27,649,114
1997 28,663,524 769,116 3,076,464 32,509,104
1998 31,388,362 2,023,464 3,514,553 36,926,379
Tota $84,475,749 $3,329,071 $9,279,777 $97,084,597

Source: County and Municipal Governments

Table 16

Tunica County Entities
Uses of
Gaming Revenue

Roads

General Expenditures

Capital Outlay

Education Purposes

Levee Board

Conclusion
Expenditures of gaming revenue by the northern river counties and municipalities appear to have been

for public use. Nothing came to our attention indicating these public funds were expended for
matters other than legal public purposes.
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Central and Lower River
Countiesand Municipalities
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Central and L ower River Countiesand Municipalities

Summary

There are three centra and lower river counties with legalized gaming: Adams, Warren and
Washington.

. Adams County authorized gaming in November 1990 and has one casino located
within the City of Natchez;

. Warren County authorized gaming in September 1992 and hasfour casinosall located
within the City of Vicksburg; and

. Washington County authorized gaming in March 1992 and has three casinos all
located within the City of Greenville.

State law requires the State Tax Commission to assess, collect and distribute certain local gaming
fees. The State Tax Commission distributes these fees to the county where the casino islocated or,
if the casino islocated in a municipality, to the municipality and county based on population. The
local fees (referred to as 0.8 percent fees) are assessed as follows:

. four-tenths percent (0.4 percent) of gross gaming revenue up to $50,000;
. six-tenths percent (0.6 percent) of gross revenue over $50,000 up to $134,000;
. eight-tenths percent (0.8 percent) of gross revenue over $134,000.

State law does not address which fund counties and municipalities should deposit the 0.8 percent fees
or the types of expenditures local governments can make using these local gaming fees

In addition, local and private laws authorize Adams, Warren and Washington counties, or the
designated municipalities located within these counties, to impose on each casino additional local
gaming fees of up to 3.2 percent of monthly grossrevenue. Natchez, Vicksburg and Greenville each
impose the maximum 3.2 percent gross revenue fee. Thelocal and private laws require each of the
three municipalitiesto share aportion of the 3.2 percent feeswith their respective county government
and Vicksburg is required to also share a portion of its 3.2 percent fees with Vicksburg-Warren
County School District.
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Local and private law authorizes Vicksburg to impose an additional $150 annual license tax on each
gaming device and slot machine. The law does not require Vicksburg to share revenues received
from this annual license tax.

Local and private laws require the three central and lower river municipalities to deposit the 3.2
percent feesin the General Fund of each municipality. While these laws do not restrict Vicksburg
and Greenvillein the expenditure of the 3.2 percent fees from their general funds, Natchez islimited
in its expenditure categories.

Local and private law requires Washington County to deposit the 3.2 percent fees received from
Greenville in its General Fund but imposes no restriction on expenditures. Local and private laws
make no requirement for Adams and Warren counties regarding the fund to deposit the 3.2 percent
feesreceived from Natchez and Vicksburg, respectively, and do not restrict expenditures of thefunds
for specific purposes.

State and local law requires Vicksburg to deposit its $150 devicetax in its General Fund but imposes
no restriction on expenditures.

Table 17 shows the net amount of gaming revenue received by central and lower river counties and
municipdities in fiscal years 1996, 1997 and 1998 and shows amounts shared with other local
governments.

Table 17
Governmental Entity FY 1996 FY 1997 FY 1998 TOTAL

Adams County $342,064 $312,270 $352,713 $1,007,047
City of Natchez 882,691 766,586 724,633 2,373,910
Warren County 2,175,865 2,032,609 2,414,656 6,623,130
City of Vicksburg 5,413,051 5,276,572 5,063,545 15,753,168
Vicksburg-Warren County School District 625,887 606,620 577,096 1,809,603
Washington County 409,485 883,002 808,164 2,100,651
Washington County School District 41,728 144,408 131,412 317,548
Other Washington County Municipalities 71,537 82,033 153,570
City of Greenville 2,134,520 1,641,690 1,539,418 5,315,628
Greenville Municipal School District 339,240 339,240
Tota $12,025,291 $12,074,534 $11,693,670 $35,793,495

Source: County and municipal governments
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Table 18 showsthe uses of gaming revenues by the central and lower river countiesand municipalities
that include avariety of categories and expenditure types.

Table 18

Uses of Gaming Revenue By
Central and Lower River
Counties and Municipalities

Fire Protection

Senior Transportation

Recreation

Capital Improvements

Roads

Road Equipment

Public Safety Equipment

Building Repair

Bridges

Sewer Improvements

Tax Reduction

Convention Facilities

Parks

Shared Revenue With School Districts

Shared Revenue With Municipality

Many Other Uses

While the county is not required by law to do so, Washington County shares a portion of its gaming
revenuewith Washington County School District and with municipalitiesin Washington County other
than Greenville. Similarly, while not required by law, Greenville shares a portion of its gaming
revenue with Greenville Municipa School District.

Compliance with local and private laws on the expenditure of gaming revenue by central and lower
river counties and municipalities are followed by al three counties and two of the municipalities.
Loca and private law requires Natchez to restrict expenditure of gaming revenue for certain
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purposes. The review determined Natchez expended a portion of its gaming revenue in an area not
authorized by local and privatelaw. Natchez municipal officias have recognized thiserror and intend
to repay their General Fund so these funds may be expended for authorized purposes.

Adams County and City of Natchez

Adams County authorized gaming in November 1990 and has one casino located within the City of
Natchez.

State law imposes a local gaming fee of up to 0.8 percent of gross revenue on gaming in Adams
County and Natchez. Thisfeeisimposed, collected and distributed by the State Tax Commission to
the county and municipality based on population. Statelaw places no restrictions on the expenditure
of this revenue.

Loca and private law authorizes and Natchez imposes an additional fee of up to a 3.2 percent on
gaming gross revenue. The law requires Natchez to share 30 percent of revenue from this additional
gaming fee with Adams County. The law places no restriction on Adams County for the uses of this
additional fee but requires Natchez to expend this gaming revenue for limited purposes.

For the 1996, 1997 and 1998 fiscal years, Adams County received revenue from local gaming fees
totding $1,007,047 and Natchez received atotal of $2,373,910. See Table 19 for gaming revenues
for fiscal years 1996 - 1998 for Adams County and the City of Natchez.

Table 19
Adams City of
County Natchez
Fiscal Gaming Gaming
Y ear Revenue Revenue Total
1996 $342,064 $882,691 $1,224,755
1997 312,270 766,586 1,078,856
1998 352,713 724,633 1,077,346
Total $1,007,047 $2,373,910 $3,380,957

Source: County and Municipal Governments

While not required by law, Adams County can identify the expenditures for a portion of its gaming
revenue. Adams County used most of these funds ($804,830) in fiscal years 1996, 1997 and 1998 for
county fire protection. Theremaining $202,217 of gaming revenuewas deposited inits General Fund
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where the fund use cannot be identified.

Natchez is restricted in the purposes gaming revenue can be expended: infrastructure related to
gaming, tourism, conventions and historic preservation; tourism promotion, and fire protection,
security and law enforcement. Table 20 shows uses of gaming revenue by Adams County and
Natchez for fiscal years 1996 - 1998.

Table 20
Adams County City of Natchez
Uses of Uses of
Gaming Revenue Gaming Revenue
Fire Protection Public Properties

Senior Transportation

Recreation

Capital Improvements

Bond & Interest Fund

Hospital Insurance Fund

Whileindicating alack of knowledge of legal restrictions on expenditure of these funds prior to this
review, officials believe the City of Natchez isin compliance with expenditure requirements, except
for payments made to the city hospital insurance fund. Natchez officials will now classify these
payments an interfund loan and when repaid will use the funds for authorized purposes.

Warren County and City of Vicksburg

Warren County authorized gaming in September 1992 and hasfour casinosall located within the City
of Vicksburg.

State law imposes a local gaming fee of up to 0.8 percent of gross revenue on gaming in Warren
County and Vicksburg. Thisfeeisimposed, collected and distributed by the State Tax Commission
to the county and municipality based on population. State law places no restrictions on the
expenditure of this revenue.

Loca and private law authorizes and Vicksburg imposes an additional fee of up to 3.2 percent on
gaming gross revenue. The law requires Vicksburg to share 25 percent of revenue from this
additional gaming fee with Warren County and 10 percent with Vicksburg-Warren County School
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District. The law places no restrictions on the county and school district regarding which fund this
revenue can be deposited or the expenditure of these funds. The law requires Vicksburg to deposit
the 3.2 percent gaming feesin its Genera Fund but places no restriction on the expenditure of these
funds.

Loca and private law also authorizes Vicksburg to impose an additional annual fee of $150 per
gaming device. Vicksburgisnot required to sharethisfeewith other local governments, must deposit
revenue from thisfee in its General Fund, but is not limited in the expenditure of these funds.

For the 1996, 1997 and 1998 fisca years, Warren County received gaming revenue totaling
$6,623,130 and Vicksburg received a net of $15,753,168 after sharing gaming revenue with
Vicksburg-Warren County School District. Under the legal requirement to share its 3.2 percent
gaming fees, the City of Vicksburg paid Vicksburg-Warren County School District $1,809,603 in
fisca years 1996, 1997 and 1998. See Table 21 for gaming revenues by fiscal year for Warren
County and the City of Vicksburg.

Vicksburgisnot required by law to identify specific expenditures of gaming revenue from its General
Fund but the city does account for specific expenditures it makes using these funds. Vicksburg
expended gaming revenue for sewer improvements, a convention center, police station, swimming
pool complex, tax reduction and many other projects.

Table 21
Warren City of Vicks-Warr
County Vicksburg | School Distr
Fiscal Gaming Gaming Gaming
Y ear Revenue Revenue Revenue Total
1996 $2,175,865 $5,413,051 $625,887 $8,214,803
1997 2,032,609 5,276,572 606,620 7,915,801
1998 2,414,656 5,063,545 577,096 8,055,297
Totl $6,623,130 $15,753,168 $1,809,603 $24,185,901

Source: County and Municipal Governments

While not required by law, Warren County can identify the specific uses of itsgaming revenue. Table
22 shows Warren County and City of Greenville uses of gaming revenuein fiscal years 1996, 1997

and 1998.
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Table 22

Warren County City of Greenville
Uses of Uses of
Gaming Revenue Gaming Revenue
Roads Sewer Improvements
Road Equipment Convention Center
Sheriff Radios and Cars Police Station
Building Repair Swimming Pool Complex
Bridges Tax Reduction
Civil Defense Other City Projects
Other County Projects

Washington County and City of Greenville

Washington County authorized gaming in March 1992 and has three casinos all located within the
City of Greenville.

State law imposes aloca gaming fee of up to 0.8 percent of gross revenue on gaming in Washington
County and Greenville. Thisfeeisimposed, collected and distributed by the State Tax Commission
to the county and municipality based on population. State law places no restrictions on the
expenditure of this revenue.

Local and private law authorizes and Greenville imposes an additiona fee of up to 3.2 percent on
gaming grossrevenue. The State Tax Commission collectsthisfee and distributes the revenueto the
City of Greenville and Washington County based on the local and private law requirements: 66 2/3
percent to the City of Greenville and 33 1/3 percent to Washington County. The law requires
Greenville and Washington County to deposit the gaming revenue in the General Fund of each loca
government but places no restriction on the expenditure of these funds.

For 1996, 1997 and 1998 fiscal years, Washington County received gaming revenue totaling
$2,100,651 after sharing revenue with Washington County School District and municipalitieswithin
the county other than Greenville. Greenville received gaming revenue totaling $5,315,629 after
sharing revenuewith Greenville Municipal School District. See Table 23 for gaming revenue by fisca
year for Washington County and the City of Greenville.
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Table 23

Washington Washington Greenville

Washington County County City of School

County School District | Municipalities Greenville District

Fiscal Gaming Gaming Gaming Gaming Gaming

Year Revenue Revenue Revenue Revenue Revenue Total

1996 $409,485 $41,728 $2,134,520 $2,585,733
1997 883,002 144,408 $71,537 1,641,690 $339,240 3,079,877
1998 808,164 131,412 82,033 1,539,418 2,561,027
Tota $2,100,651 $317,548 $153,570 $5,315,628 $339,240 $8,226,637

Source: County and Municipal Governments

The law requires Washington County deposit the gaming revenue in its General Fund but does not
restrict expenditure of these funds and does not require the county to specifically identify
expendituresrelated to gaming revenue. However, Washington County doesidentify itsexpenditures
related to gaming revenue. Table 24 shows the categories of expenditures made by Washington
County and the City of Greenville.

The law does not require Washington County to share its gaming revenue with other local
governments but the county government elected to do so. The county shares 16 percent of the
revenue collected from its 3.2 percent gaming revenue feeswith Washington County School District
($317,548 for fiscal years 1996-1998) and 10 percent of these same fees with municipalities within
the county other than Greenville ($153,570 for fiscal years 1996-1998).

The law requires Greenville deposit the gaming revenue in its General Fund but does not restrict
expenditure of these funds and does not require the municipality to specifically identify expenditures
related to gaming revenue. Greenville does identify its expenditures related to gaming revenue and
expended the funds in the following areas. equipment, vehicles, renovations, furniture, parks,
water/sewer improvements and other projects.

The law does not require Greenville to share its gaming revenue with other local governments but

the city elected to do so. The city shares 14.2 percent of the revenue collected from its 3.2 percent
gaming revenuefeeswith GreenvilleMunicipal School District ($339,240for fiscal years1996-1998).
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Table24

Washington County
Uses of
Gaming Revenue

City of Greenville
Uses of
Gaming Revenue

Baseball Stadium Construction Equipment
Convention Center Upgrade Renovations
Road Improvements Furniture
Shared Revenue With Washington
County School District Parks

Shared Revenue With Municipalities
Other Than Greenville

Water/Sewer Improvements

Other Projects

Shared Revenue With Greenville
Municipal School District

Conclusion

Except for the City of Natchez' simproper use of gaming revenue for the city hospital insurance fund,
expenditures of gaming revenue by the central and lower river counties and municipalities appear to
have been for public use. However, the City of Natchez agreed to reclassify these payments an
interfund loan and when repaid will use the funds for authorized purposes. Except for the City of
Natchez' s paymentsto the city hospital insurance fund, nothing cameto our attention indicating these
public funds were expended for matters other than legal public purposes.
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Gulf Coast
Countiesand Municipalities
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Gulf Coast Countiesand Municipalities

Summary
There are two Mississippi Gulf Coast counties with legalized gaming: Hancock and Harrison.

. Hancock County authorized gaming in December 1990 and has one casino located
within the City of Bay St. Louis;

. Harrison County authorized gaming in March 1992 and has nine casinos located
within the cities of Biloxi and Gulfport. (ed. note - there will be ten casinos when
Beau Rivage casino opensin March)

State law requires the State Tax Commission to assess, collect and distribute certain local gaming
fees. The State Tax Commission distributes these fees to the county where the casino islocated or,
if the casino islocated in a municipality, to the municipality and county based on population. The
local fees (referred to as 0.8 percent fees) are assessed as follows:

. four-tenths percent (0.4 percent) of gross gaming revenue up to $50,000;
. six-tenths percent (0.6 percent) of gross revenue over $50,000 up to $134,000;
. eight-tenths percent (0.8 percent) of gross revenue over $134,000.

State law does not address which fund counties and municipalities should deposit the 0.8 percent fees
or the types of expenditures local governments can make using these local gaming fees.

Inaddition, local and privatelaws authorizethe cities of Biloxi and Gulfport to impose on each casino
additional local gaming fees of up to 3.2 percent of monthly grossrevenue. Biloxi and Gulfport each
impose the maximum 3.2 percent gross revenue fee.

A locd and private law authorizes the City of Bay St. Louis to impose a boarding fee of up to $2.50
as an additional local gaming fee. In lieu of the boarding fee Bay St. Louis receives 2.8 percent
(originally 2.3 percent) and the Bay St. L ouis-Waveland School District receives 0.4 percent of total
adjusted gross revenue from casino gaming operations.

Local and private law authorizes Biloxi to impose an additional annual licence tax of up to $150 on
each gaming devise and dot machine. The law does not require Biloxi to share revenues from this
annual license tax. Similarly, Gulfport is authorized by local and private law to impose an annua
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license tax of up to $250 on each table/card game and up to $100 on each slot machine with no
requirement for sharing. Bay St. Louis is authorized by local and private law to impose an annua
gaming fee of up to $100 per gaming device with no requirement for sharing.

Local and private laws require Biloxi and Gulfport to deposit the 3.2 percent feesin their respective
municipa general funds and require each municipality to spend a portion of the 3.2 percent feeson
municipa public safety (20 percent) and municipal education purposes (20 percent). They are also
required to distribute a portion of the 3.2 percent fees to Harrison County to be expended by the
county for public safety purposes (10 percent) and educational purposes in Harrison County (10
percent). Bay St. Louis depositsits 2.8 percent feesin its municipa general fund. The revenue can
be used for any lawful municipa purpose. Bay St. LouissWaveland School District receives 0.4
percent of casino total adjusted gross revenue.

Table 25 showsthe approximate net amount of gaming revenuereceived by the Gulf Coastal counties
and municipalitiesin fisca years 1996, 1997 and 1998 and shows amounts shared with other local
governments.

Table 25

Governmental Entity FY 1996 FY 1997 FY 1998 Total

Hancock County $ 600,000 | $ 400000 | $ 400,000 | $ 1,400,000
City of Bay St. Louis 2,100,000 2,600,000 2,600,000 7,300,000
Bay St. Louis-Waveland School Dist. 300,000 300,000 300,000 900,000
Harrison County 5,700,000 5,900,000 6,500,000 18,100,000
Harrison County School District 2,100,000 2,200,000 2,300,000 6,600,000
City of Biloxi 12,100,000 12,700,000 14,100,000 | 38,900,000
Biloxi School District 3,200,000 3,400,000 3,700,000 10,300,000
City of Gulfport 3,700,000 3,800,000 3,808,000 11,308,000
Gulfport School District 1,000,000 1,000,000 1,000,000 3,000,000
Total $30,800,000 | $32,300,000 | $34,708,000 | $97,808,000

Source: County and municipal governments

Table 26 showsthe uses of gaming revenues by the Gulf Coastal counties, municipalities and school
districts that include a variety of categories and expenditure types.
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Table 26

Uses of Gaming Revenue by
Gulf Coastal Counties and
Municipalities

Public Safety Equipment

Capital Improvements

Static or Reduced Taxes

Teacher Salary Increases

Debt Retirement

Many Other Uses

Compliance with local and private law on the expenditure of gaming revenue is followed by both
counties and the three municipalities.

Hancock County and the City of Bay St. Louis

Hancock County authorized gaming in December 1990 and has one casino located within the City
of Bay St. Louis.

State law imposes alocal gaming fee of up to 0.8 percent of gross revenue on gaming in Hancock
County and Bay St. Louis. This fee is imposed, collected and distributed by the State Tax
Commission to the county and municipality based on population. State law places no restrictionson
the expenditure of this revenue.

Loca and private law authorizes and Bay St. Louisto impose an additional gaming boarding fee up
to $2.50 per person which can be increased annually upon notification of casinos and the State Tax
Commission.

Inlieu of aboarding fee, Bay St. Louis, through a service agreement, has agreed to provide additional
serviceto the casino in exchange for service feesto be paid directly to the city and the Bay St. Louis-
Waveland School District. Bay St. Louisreceives 2.8 percent, originally 2.3 percent, of total adjusted
gross revenue from casino gaming operations. Bay St. Louisis authorized to expend this additional
gaming revenue for any lawful municipal purpose. Bay St. Louis-Waveland School District’s
operating fund receives 0.4 percent of total adjusted casino gross revenue from gaming operations.
No restrictions apply to the expenditure of this additional gaming revenue by the school district.
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For the 1996, 1997 and 1998 fiscal years, Hancock County received gaming revenue totaling
approximately $1,400,00, Bay St. Louis received atotal of approximately $7,300,000, and Bay St.
Louis-Waveland School District received approximately $900,000. See Table 27 for gaming revenue
by fiscal year for Hancock County, the City of Bay St. Louisand the Bay St. Louis-Waveland School

District.

Table 27
Bay St.
Louis-
Hancock City of Bay St. Waveland
Fiscal Cour_nty Lou!s SchooI_Dlst
Year Gaming Gaming Gaming
Revenue Revenue Revenue Total
1996 $ 600,000 $2,100,000 $300,000 $3,000,000
1997 400,000 2,600,000 300,000 3,300,000
1998 400,000 2,600,000 300,000 3,300,000
Tota $1,400,000 $7,300,000 $900,000 $9,600,000

Source: County and municipal governments.

Hancock County is not required by law to identify specific expenditures of gaming revenue. Its
primary uses of gaming revenue are capital outlay and debt retirement expenditures.

Bay St. Louisisnot required by law to identify specific expenditures of gaming revenue. Since Bay
St. Louis has been receiving gaming revenue the city has reduced its tax levy for city administered
funds from more than 30 mills per year prior to gaming revenue to five mills per year.

Harrison County and the cities of Biloxi and Gulfport

Harrison County authorized gaming in March 1992 and has seven casinos (soon el ght) located within
the City of Biloxi and two casinos within the City of Gulfport.

State law imposes alocal gaming fee of up to 0.8 percent of gross revenue on gaming in Harrison
County and Biloxi and Gulfport. This fee is imposed, collected and distributed by the State Tax
Commission to the county and municipalities based on population. State law places no restrictions
on the expenditure of this revenue.

Local and private law authorizes and Biloxi imposes an additional fee of up to 3.2 percent on gaming
grossrevenue. The State Tax Commission collectsthisfee and distributesthe revenueto Biloxi. The
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law requires Biloxi to spend 20 percent of revenue from this additional gaming fee for municipal
public safety and 20 percent for municipal education purposes. The law aso requires Biloxi to
distribute 10 percent to Harrison County to be spent on county pubic safety and 10 percent for
educational purposesin Harrison County.

Local and private law a so authorizes Biloxi to impose an additional annual gaming fee of up to $150
per gaming devise and dlot machine. Biloxi is not required to share this fee with other local
governments, must deposit revenue from this fee in its general fund, but is not limited in the
expenditure of these funds.

Loca and private law authorizes and Gulfport imposes an additional fee of up to 3.2 percent on
gaming gross revenue. The State Tax Commission collects this fee and distributes the revenue to
Gulfport. Thelaw requires Gulfport to spend 20 percent of revenue from thisadditional gaming fee
for municipa public safety and 20 percent for municipal education purposes. The law aso requires
Gulfport to distribute 10 percent to Harrison County to be spent on county pubic safety and 10
percent for educationa purposes in Harrison County.

Loca and private law als